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METHODS OF PAYMENT & COMMON DEFINITIONS
METHODS OF PAYMENT
1. BURDENED HOURLY RATE – (Federal Term - Specific Rates of
Compensation)
Adjustable Burdened Hourly Rate: An hourly rate that includes, direct salary,
overhead, and profit that can be adjusted at the time a final audit is performed by
MaineDOT or an approved federal or state cognizant government agency based on the
rates supportable by a consultant firm, within MaineDOT’s salary cap, and within the
timeframe of said contract. Direct expenses would be in addition to the hourly rate.
Fixed Burdened Hourly Rate: An hourly rate that includes, direct salary, overhead,
and profit that is within MaineDOT’s direct salary cap, and that cannot be adjusted at
the time a final audit is performed by MaineDOT. Direct expenses would be in addition
to the hourly rate. This rate shall remain the same for the duration of the contract or for
the timeframe stated in the contract.
Best Application: When the items of work are task oriented, of indeterminable extent,
and over which the Department maintains control of the class of employee to be used
and the extent of such use.

2. COMMERCIAL RATE:
Fixed Commercial Rate (Hourly or Task): Commercial Rates can be hourly or by a
particular task or service. A fair and reasonable hourly or task rate that includes direct
salary, overhead, and profit that cannot be adjusted after contract expiration. Direct
expenses would be in addition to the hourly rate. This rate shall remain the same for
the duration of the contract. Common services that would utilize Fixed Commercial
Rates may include, but are not limited to, appraisals, title abstracting, title insurance,
utility coordination, training, facilitation, information services, etc.
Best Application: When a consultant is a sole proprietor or a very small firm providing
services of a very specialized nature (possibly one or two disciplines) to MaineDOT,
where MaineDOT would gain little or no benefit from requiring an Audited Overhead
Report or other extensive financial documentation from the firm.

3. COST PLUS FIXED FEE: The consultant is reimbursed the actual cost
incurred which are supported by records and within the salary cap of MaineDOT,
including salaries, overhead, and direct expenses plus a fixed amount of fee to be paid
to the consultant.

Best Application: When the Department HAS NOT established the extent, scope,
complexity, character and duration of the work to be required to a degree that a fair and
reasonable compensation, including a fixed fee can be determined.

COST PER UNIT OF WORK: The consultant is reimbursed a set rate on a project
for each unit of work completed. Cost per unit of work can be fixed or adjustable.
Adjustable Cost Per Unit of Work Rate: An hourly rate that includes, direct salary,
overhead, and profit that can be adjusted at the time a final audit is performed by
MaineDOT or an approved federal or state cognizant government agency based on the
rates supportable by a consultant firm, within the timeframe of said contract. Direct
expenses would be in addition to the hourly rate.
Fixed Cost Per Unit of Work Rate: An hourly rate that includes, direct salary,
overhead, and profit that cannot be adjusted within the duration of the contract at the
time a final audit is performed by MaineDOT. Direct expenses would be in addition to
the hourly rate.
Best Application: When the work per unit can be determined in advance with
reasonale accuracy, but the extent of the work is indefinite.

4. LUMP SUM: A set amount for reimbursement, which includes all salaries,
overhead, profit, and other expenses established in a contract.
Best Application: When the Department HAS established the extent, scope,
complexity, character and duration of the work to be required to a degree that a fair and
reasonable compensation, including a fixed fee can be determined.

COMMON DEFINITIONS
Cognizant Agency: An approved federal or state agency that has conducted and
issued an audit report of the consultant’s indirect cost rate that has been developed in
accordance with the requirements of the cost principles contained in 48 CFR, Part 31.
Direct Expenses: These expenses consist of expenses such as telephone, tolls,
reproduction costs, lodging, meals, per diem (requires overnight stay) and other
approved consultant/sub-consultant costs billed at actual cost. Those direct expenses
are defined in 48 CFR Chapter One Part 31. It is MaineDOT’s policy that reimbursable
costs for per diem (lodging and meals) shall not exceed that allowed by MaineDOT’s
Administrative Policy Memorandum No. 191 located at http://mdotweb/apm/apm191.htm.
Mileage shall be paid at the current amount allowed by the State of Maine, Title 5,
M.R.S.A. §1541. The current allowable per diem and mileage rates are located at the
following websites: http://www.maine.gov/osc/travel/travelinfo.htm &
http://www.gsa.gov/Portal/gsa/ep/contentView.do?queryYear=2008&contentType=GSA_BASIC&conten
tId=17943&queryState=Maine&noc=T

Reproduction of plans for submittal to MaineDOT shall be charged at actual costs. Any
reproduction costs incurred for the consultant’s internal use is considered overhead
expenses and not chargeable as a direct expense. MaineDOT does not allow any
mark-up on direct expenses and sub-consultant costs.
Independent Government Estimate: A written itemized estimate prepared by the
agency (MaineDOT or its agents) prior to receipt of the consultant’s price proposal.
This will have an appropriate breakdown of specific types of labor required; work hours,
indirect costs, and an estimate of the consultant’s fixed fee/profit for use during
negotiations. The Government or Engineer’s Estimate establishes the fair and
reasonable price range for the type of work that will be performed. This Estimate
provides the Contract Administrator with a useful tool in negotiating a contract and
staying within the Project budget. The proposed cost and/or the work-hour estimate
should vary no more than 15% from MaineDOT’s Estimate for contracts under $100,000
and 10% for contracts over $100,000.
Maximum Amount: The maximum compensation the consultant may be entitled to
upon satisfactory completion of the work described in the contract. The maximum
amount does not constitute an obligation by MaineDOT to pay a consultant this amount
in its entirety under the contract; however, it does constitute the maximum amount that
can be paid under this contract.
Proposal: An offer as part of a negotiation made by a consultant to MaineDOT in reply
to a Request for Proposal (RFP) which forms the technical and price basis when
entering into a mutually binding contract. (Refer to 48 CFR Chapter One Part 2.101
definitions)
Provisional Overhead Rate: The amount of overhead rate compensation reasonably
established in a contract and due to a consultant as part of the partial payments during
execution of the contract based on the consultant’s Audited Overhead Report.
After completion of the work under the contract, this rate is subject to permanent
adjustment as a result of final audit by MaineDOT or an approved federal or state
cognizant government agency. This adjustment may be made some time after the
completion of the work under the contract, and shall be based on audit findings for the
actual rates supportable for the type of work provided within the duration of said
contract. If the provisional overhead rate is changed (usually based on latest actual
audited overhead), and requested by the consultant, the new supportable provisional
overhead rate will immediately be reflected on all subsequent invoices to those
contracts the consultant has with MaineDOT.
Request For Proposal (RFP): MaineDOT’s request to a consultant or group of
consultants to solicit services for accomplishment of a specific scope of work on a
specific project. The consultant response shall be in the form of a technical and price
proposal in the format required by MaineDOT. (See Proposal)
Request for Qualifications (RFQ): MaineDOT’s request to the consultant community
requesting an outline of the firm’s ability to provide consultant and professional services

in a particular area of need, discipline or disciplines based on specific criteria as
described in said RFQ. More than one consultant may be selected from a process
involving only one RFQ. MaineDOT shall use the responses from an RFQ to develop a
slate or shortlist of consultants for interview.
Scope of Services or Scope of Work: (a) Preliminary: A general description of the
work to be performed, including the location of the project. (b) Detailed: A clear,
accurate, and detailed description of the technical requirements for the services to be
rendered.
The detailed scope of work describes for the consultant what work will be required, the
conditions under which the work must be conducted, how achievements will be
assessed, and what obligations of both the consultant and MaineDOT will be. It
enables the consultant to assess its capabilities in light of the contract requirements.

